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1980 1979 Change 
$ $ % 
Sales and Operating Revenue .................. ee 2,247,272 2,082,710 7.9 
RETO OO es, 1,916,202 1,763,399 8.7 
Berea Werchandiee ee. 227,568 236,515 (:)) 
manufacturing ier SONGS te ee ee 47,360 Be: fo5 44.6 
restaurants. Be a ee - 40,822 32,454 25.8 
- real estate operations (external) i ee oe 15,320 17,587 (12.9) 
WeGamings = = — 27,961 27,191 2.8 
retail and manufacturing aa ee eee 22,815 20,749 10.0 
real estate Operations ..... ee a ee ta 5,146 6,442 (20.1) 
per dollar of sales and operating revenue................ 1.24¢ Tale (5.3) 
Cash Flow from Operations ........... ee Se ae 60,082 57,443 4.6 
Working Capital ....... Ce oe a 97,180 105,034 (7.5) 
Shareholders’ Equity ee, 
_(common and Class ‘A’ Ce en ee (230,340 213,476 7.9 
Per Common and Class ‘“‘A” Share 
net earnings......... ee 3.24. 3.83 (15.4) 
Ges : 1.00 .86 16.3 
a oe ee eee. ee — 32.52 oo 30.18 7.8 


return on average CGUNY fo oe cee RG 10.33% 13.26%. (22.1) 


Sales & Operating Revenue : Net Earnings @ 
ae & Dividends @ 
(millions) : (millions) 
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Report to the Shareholders 


The fiscal year that ended July 26, 1980 was not a 
banner year for the Steinberg group of companies in 
terms of either sales or profit. It was a year in which 
continuing inflation, fuelled by the escalating cost of 
energy and high interest rates, had its greatest 
impact on food prices. Many customers reacted by 
changing their buying habits; some tended to limit 
the actual volume of their purchases. 


These factors, intensified retail competition and 
a three day strike in our major trading area, held 
sales below the levels planned for our existing food 
stores and tended to offset the positive contribution 
of new retail food units and of our other divisions. 


Total sales of Steinberg Inc. and its subsidiaries 
amounted to $2,247,272,000, an increase of 
$164,562,000 over 1979 sales of $2,082,710,000. As 
was the case with most North American food chains, 
the increase in Steinberg’s sales was effectively 
nullified by the rate of inflation. 


Net earnings for the year, after taxes, amounted 
to $27,961,000, compared with 1979 earnings of 
$27,191,000. In part, this increase was due to a 
lower overall rate of applicable income taxes. A 
disturbing occurrence which had a negative effect on 
Our earnings was the discovery that serious 
misrepresentations made to our subsidiary Ivanhoe 
Inc. had resulted in a substantial overpayment for a 
number of properties purchased in Texas and 
Arizona by its U.S. subsidiaries. Legal proceedings 
have been instituted to protect the interests of the 
subsidiaries involved. 


Our per share earnings declined from $3.83 to 
$3.24, reflecting the payment of dividends on the 
Company’s new second preferred shares. 


If the year was disappointing in terms of bottom 
line results, nevertheless we can look back on 
several positive developments. Among these were 
the progress in the construction of a major meat 
plant at Rexdale, Ontario; the opening of very large 
combination food and drug stores in Vanier and 
Burlington, Ontario (another superstore was opened 
in Saint-Jean, Québec shortly after the year end); the 
rapid expansion and acceptance of our new Valdi 
food stores in Ontario and Western Canada; the 
divesting of our interest in Pharmaprix Limited which 
we viewed as having limited potential; and the 
measure of agreement reached between Company 
and union representatives in discussions concerning 
the quality of working life at Steinberg’s. 


We look back also on the considerable progress 
that has been achieved during the past decade. 
Since 1970 our sales and operating revenues have 
more than tripled. Net earnings after taxes have 
increased proportionately. Our financial position is 
relatively stronger. Large numbers of qualified men 
and women are available to fill positions of increased 
responsibility. 


Thus we believe we are well positioned to take 
advantage of worthwhile opportunities for expansion 
and diversification. In addition to our normal program 
of substantial investment in new retail and plant 
facilities and the systematic renovation of older units 
to improve their efficiency and assure their continued 
contribution to earnings, we have been considering 
the potential of two new types of retailing vehicles 
and have been engaged in the search for worthwhile 
acquisitions. A number of interesting situations have 
been studied by our senior management but, apart 
from the purchase of four “Hypermarche” units, no 
acquisition has yet been recommended to the Board. 
The search for organizations with a good earnings 
history, good management and significant potential 
for future growth, is continuing. 


At one time our senior management could 
concentrate most of its attention on the effective 
marketing of products and services. Today, however, 
they must respond to the insistent demands of 
governments, unions, consumer organizations, 
environmentalists and a wide variety of pressure 
groups. Many such demands require priority 
attention. Furthermore, management is increasingly 
obliged to study emerging issues, assess their 
possible impact on the Company and take whatever 
action may be appropriate to protect the Company’s 
interests. 


During the course of the year, the Company 
established a new Government Relations department 
for the purpose of systematically monitoring all new 
government legislation and regulations in order to 
intervene and make known the Company’s position 
in cases where government action might have 
negative consequences on corporate activities. This 
new service also endeavours to influence 
government policy and action in areas where it is felt 
that changes need to be brought to existing 
legislation. To specifically illustrate the nature of the 
Government Relations function, we cite some 
examples of actions undertaken during 1980: 


@ the presentation of a brief to the Minister of 
Industry and Commerce of Quebec and to a number 
of his colleagues seeking to end the flagrant 
discrimination by which the sale of wine in food 
stores is denied to Steinberg’s and other chains 
although granted to independents and members of 
voluntary groups; 


@ negotiations with the Quebec Government 
concerning regulations which may limit the effective 
use of optical scanning equipment; 


@ presentations to various government 
authorities concerning a number of other legislative 
and administrative problems faced by the Company. 


In the area of government relations our Legal 
Department has also been active, not only in 
contributing to the preparation of briefs to 
government but also in presenting legal seminars 
designed to ensure that our divisional and store 
management understand and comply with federal 
and provincial legislation affecting their operations. 


Intensifying our efforts to cope with both existing 
and emerging issues has led us naturally toward a 
reassessment of our basic business philosophy and 
a redefinition of our standards of corporate conduct. 
This seems particularly timely in a period when 
public perceptions of the role of business are 
changing and business practices are subject to 
increasingly critical scrutiny. We will be issuing 
shortly to all employees a restatement of our 
commitment to a code of ethical corporate behaviour; 
at the same time we will set out the basic standards 
of personal integrity which employees throughout the 
entire Steinberg organization are expected to 
observe. We believe that Steinberg employees will 
welcome the publication of these new guidelines. 


Our employees, like those of many other firms, 
were subjected to a considerable measure of stress 
in 1980. There were some internal labour problems 
as well as the pressures inherent in a fiercely 
competitive market environment. Moreover they were 
affected by Canada’s persistent inflation, the 
discouraging personal tax rates affecting Quebec 
residents, the general uneasiness concerning the 
Quebec referendum and the prolonged and 
inconclusive wrangling between the federal and 
provincial governments. Their concerns closely 
paralleled those of the corporation, demonstrating 


that employers and employees have a greater 
mutuality of interest than is generally recognized. To 
Steinberg employees in all sectors we express 
appreciation for their cooperative effort in these 
difficult times. 


The mere passage of time will not cure the ills of 
our economy. Inflation in Canada will not abate 
without a serious effort on the part of our 
governments to control their spending, nor without a 
realization on the part of all Canadians that we must 
live within our means and improve our inadequate 
standards of productivity. It would be overly optimistic 
to indicate that these precepts are universally 
accepted — our federal government appears less 
interested in controlling its expenditures than in 
increasing its revenues — yet there is growing 
evidence of public concern. 


Within the Steinberg group, all facets of our 
business are being subjected to a more critical 
examination of their performance and of their likely 
prospects and we have moved to institute a system 
of “zero based budgeting.” These review procedures, 
the positive reaction of our employees and the 
upward trend that has become evident in our 
operations during the first two periods of fiscal 1981, 
all encourage us to believe that Steinberg Inc. and its 
subsidiaries will show significant improvement over 
both the short and the medium term. 


Jel Mia 
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Financial Review 


The financial results of Steinberg Inc. and its 
subsidiaries for the fiscal year ended July 26, 1980 
were relatively stable in comparison with the previous 
year. During the year the Company disposed of its 
50% interest in Pharmaprix Limited, thus disengaging 
itself from the retail pharmacy business in Quebec 
where legislation creates certain operational 
difficulties, acquired four supermarkets in Quebec, 
including two stores in the superstore category, 
opened three of its own superstores, including two 
with a food-drug combination in Ontario and 
expanded its Valdi operations into western Canada. 


Sales and Operating Revenue 


Consolidated sales and operating revenue for the 
fiscal year increased by approximately $165 million 
or 7.9% to $2,247,272,000, from the figure of 
$2,082,710,000 achieved in fiscal 1979. Sales from 
our retail and manufacturing operations, excluding 
inter-company sales, amounted to $2,231 ,952,000, 
an increase of 8% over last year’s total which 
included sales of $28 million made by Cardinal 
Distributors Limited, a subsidiary disposed of during 
that year. 


Net Earnings 


Consolidated net earnings were up by $770,000 or 
2.8% to $27,961,000. Earnings per common and 
Class “A” share, after provision for dividends on 
preferred shares, amounted to $3.24 compared to 
$3.83 in fiscal 1979. 


Earnings per dollar of sales and operating 
revenue showed a decline to 1.24 cents from 1.31 
cents in the previous year. Earnings from operations 
before income taxes were reduced, but higher 
investment income and lower income taxes paid 
accounted for the improved after tax net earnings. 


Improved profitability was achieved by Miracle 
Mart, Ontario Division, Steinberg Foods and 
our restaurant operations. Earnings were lower in 
Quebec Division and Cartier Sugar. Ilvanhoe’s 
earnings were reduced as a result of losses and 
expenses incurred on its U.S. investments, as well 
as lower gains on sale of land and real estate 
developments. A small write off on investment was 
booked on the sale, early in the year, of our 50% 
interest in Pharmaprix Limited. 


Change in Accounting Policies 


This year the Company has adopted the 
recommendations of the Canadian Institute of 
Chartered Accountants relating to accounting 
methods for capital and operating leases. Under this 
policy, certain leases are treated as capital items 
involving the creation of equivalent long-term debt 
obligations. This policy has been adopted for leases 
entered into after July 28, 1979. As a result of this 
change in accounting, net earnings for the year were 
reduced by $34,000, net assets were increased by 
$2,250,000, and liabilities were increased by 
$2,309,000. 


The notes to the audited statements separate, 
for the first time, certain financial details of the 
various segments of our business. We believe that 
this additional information will be useful to both our 
shareholders and the financial community in 
evaluating the Company’s operations. 


Income Taxes 


The provision for current and deferred income taxes 
for the year amounts to $15,142,000 in comparison 
with $18,616,000 for last year. The effective tax rate 
on consolidated earnings of 34.6%, in comparison 
with the normal rate of 49%, gives effect to the 
inventory tax credit, the reduced rate applicable to 
manufacturing and processing operations, the 
significant level of non-taxable dividend income, as 
well as investment tax credits on certain projects 
under construction. 


Assets and Liabilities 


During the year consolidated assets increased by 
more than $112 million, from $646,548,000 to 
$759,155,000 at year end. This 17% increase 
reflects the substantial cash flow from operations, 
additional long-term debt of Ivanhoe, as well as an 
increase in short-term bank advances. Both current 
assets and fixed assets showed increases of 
approximately $60 million, while other assets 
declined by approximately $7 million. 


The value of inventories on hand increased by 
approximately 27% to $204 million, attributable 
principally to the effects of inflation, including 
significant increases in the cost of raw sugar 
inventory, as well as the opening of new stores. 


The growth of fixed assets was represented by 
lvanhoe’s land acquisitions in the United States, the 
construction or purchase of new stores and the 


construction of new shopping centres and other 
support facilities. The adoption of the policy of 
Capitalizing certain leases created an increase in 
both fixed assets and long-term debt of 
approximately $2.25 million. 


Capital expenditures, net of dispositions, 
exceeded $87 million, an amount higher than in any 
previous year. In addition to purchases of real estate 
for development, our capital expenditure program 
comprised the opening of eight food stores, including 
two combination stores of more than 65,000 square 
feet each, the renovation of eight other food stores 
and one department store, the construction of two 
neighborhood shopping centres, the purchase of two 
Hypermarche stores and two conventional food 
stores, continued construction of the large meat plant 
and warehouse in Ontario, the opening of 15 
restaurant units and 22 Valdi stores, as well as major 
renovations and improvements of head office 
facilities. Capital expenditures for 1981 will be lower, 
principally reflecting reduced investment in real 
estate. 


At year-end, long-term debt was $186,648,000, 
an increase of $26 million. This increase was 
represented by lvanhoe’s private placement during 
the year of $15,000,000, 12.40% first mortgage 
bonds and increases in balances payable on land 
purchases. 


Depreciation and amortization, which is 
computed on the straight line method at rates 
sufficient to amortize the cost of assets over their 
estimated useful lives, totalled $27,928,000. 


Current assets at year end equalled 
$341 ,396,000 in comparison with current liabilities of 
$244,216,000 resulting in a working capital ratio of 
1.40 to 1. Working capital declined during the year 
by $7.9 million to $97,180,000. 


Share Capital & Shareholders’ Equity 


During the year 10,600 Class “A” shares were 
issued to employees holding stock options for a total 
consideration of $170,000. The Company redeemed 
27,000 of its Series One, Second Preferred Shares 
in accordance with the requirements of those shares 
and 10,200 Subordinated Preferred Shares. 
Supplementary Letters Patent reduced the authorized 
capital by cancelling the redeemed shares. 
Subsequent to the year end, the balance of the 


outstanding Subordinated Preferred Shares were 
redeemed. 


The book value of shareholders’ equity 
increased from $282,911,000 to $298,100,000. At 
year end common and Class “A” shareholders’ 
equity equalled $230,340,000 or $32.52 per share 
outstanding, an increase of 7.8%. Return on average 
common and Class “A” equity decreased from 
13.26% to 10.33% while retained earnings increased 
from $179,009,000 to $195,600,000. The long-term 
debt to equity ratio was 39:61 at year end. 


Dividends 


Dividends paid by the Company during the year to all 
its shareholders totalled $12,126,000, in comparison 
to $6,240,000 in the previous fiscal year. This 
significant increase was principally due to dividends 
paid for the first time on the Second Preferred 
Shares which were issued shortly before the end of 
the previous year. The Series One and Series Two 
Preferred Shares were paid dividends of $1.93 and 
$1.80 per share respectively. Dividends paid on the 
Series A Preferred Shares and Subordinated 
Preferred Shares were $5.25 and $2.45 per share 
respectively. Common and Class “A” dividends, 
which totalled $7,077,000, were maintained at the 
quarterly rate of 25 cents per share. 


Quarterly Performance 


Following is a summary of the unaudited quarterly 
sales and earnings results of the Company for the 
past two fiscal years. 


(Thousands of dollars 1st 2nd 
except per share item) 12 weeks 12 weeks 
1980 1979 1980 1979 
$ $ $ $ 
Sales and Operating 
ReVEnUCGRi cree ane 486,800 448,780 524,226 515,481 
NetEanningSrmneserere 6,920 2,478 4,688 8,905 
Earnings Per Share...... 0.85 0735 0.45 1.25 
3rd last 
12 weeks 16 weeks 
1980 1979 1980 1979 
$ $ $ $ 
Sales and Operating 
Revenucwe ss. ater: 521,941 470,927 714,305 647,522 
NetuEainingS acer sace 4,219 5,081 12,134 10,727 
Earnings Per Share...... 0.44 0.72 1.50 poi 


Net earnings & Dividends 
per common & Class “A’’ share 
(dollars) 
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@ Net earnings 
@ Dividends 


Earnings per share, after 
provision for preferred share 
dividends, declined this year, 
after registering four 
consecutive years of growth. 
Over the ten year period, 
earnings per share have 
declined from prior year’s levels 
on only three occasions while 
increasing on seven. Dividends 
paid per share increased this 
year, for the fourth time in five 
years and the sixth time in ten 
years. 


Book value of 
shareholders’ equity 
(millions) 
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@ Common & Class “A” 
—M Preferred 


Total shareholders’ equity, 
comprised of preferred stock 
and common and class “A” 
equity, increased by $16 million 
this year. The growth in 
shareholders’ equity has been 
realized substantially as a result 
of the retention of net earnings, 
except for our previous year 
when $65 million of preferred 
stock was issued to augment 
equity capital. 


Return on average common 
& Class “A” equity 
(percentage) 
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This year’s net earnings 
performance, combined with 
significantly higher preferred 
share dividends, resulted in a 
lower level for this key financial 
ratio. Although this year’s figure 
was not the lowest recorded 
over the last ten years, it was 
below both the average for that 
period and the Company’s 
expected target. 


Working capital 
(millions) 
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Working capital declined by $8 
million, from $105 million at 
1979 year end. This decrease 
stems mainly from a temporary 
reliance on short-term 
indebtedness to finance part of 
the year’s capital expenditures. 
The working capital position 
remains strong at $97 million, a 
more than ten-fold increase 
over ten years. 


Capital expenditures 
(net of dispositions) 
(millions) 
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Capital expenditures for the 
year exceeded $87 million, 
more than double the level of 
five years ago, and almost five 
times that of ten years ago. The 
historical pattern of capital 
expenditures being 
approximately equivalent to 
cash flow from operations was 
significantly exceeded this year, 
but that pattern was maintained 
when measured on a 
cumulative basis over the last 
two and five years. 


Return on average capital employed 


(percentage) 
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This indicator of over-all profit 
performance showed a decline. 
Although this year’s rate of 
return exceeded the levels of 
five and ten years ago, it is 
short of both the historical 
average and the Company’s 
goals. 


Divisional Operating Review 


Retail Food Operations 


Retail food sales continue to represent approximately 
85% of the total sales and operating revenue of the 
Steinberg organization. Total sales of our retail food 
divisions, which comprise Quebec Division (including 
the Hypermarché stores acquired during the year), 
the Miracle Food Mart Division and Valdi Discount 
Foods showed an increase of 8.7% to 
$1,916,202,000. This sales increase, despite a 
number of additional stores, was disappointing and 
did not meet our expectations. It reflected consumer 
reaction to rising food prices and changes in their 
buying habits, as well as intense competition in the 
marketplace. 


Pre-tax profits of our retail food operations 
showed a slight decline. This resulted from the strike 
suffered in our Montreal area stores in early winter, 
the costs associated with the integration of the 
purchased Hypermarche units, higher than budgeted 
operating expenses due to high wage settlements, 
escalating energy costs and the higher cost of capital 
and real estate taxes. Higher gross margins only 
partially compensated for the increased operating 
expenses. 


Based on the number of stores and square 
footage at year end, average weekly sales per store 
in our supermarket divisions were more than 
$162,000 and annual sales per square foot of selling 
area exceeded $448. 


Quebec Division 


Despite increased sales, the pre-tax earnings of 
Quebec Division declined during the past fiscal year. 
A three-day strike in our Greater Montreal area 
stores, in November 1979, resulted not only in lost 
sales but in extremely high costs. In addition, 
significantly higher costs for energy, capital and 
employee salaries and benefits reduced divisional 
earnings. However, the results of the last quarter 
showed a return to budgeted profitability. 


In March 1980, four Hypermarche units were 
acquired, two in Montreal which will continue to be 
operated under the ‘“Hypermarche” with a separate 
marketing strategy and a store in each of Quebec 
City and Sherbrooke which have been integrated into 
the regular divisional structure. In addition, Quebec 
Division opened five supermarkets, including its first 
combination food and drug store in Vanier, Ontario, 


closed four others and renovated six. It now operates 
154 stores, 12 of which have been converted to 
front-end electronic scanning. 


At the end of the fiscal year a major 
re-organization within the division took place with the 
appointment of Mr. Marvin Biltis as Group 
Vice-President and General Manager. The 
Management Committee of the division was 
re-structured with the appointment of Mr. 
Jean-Claude Lelieévre as Vice-President, Store 
Operations, Mr. Jean-Roch Vachon, Vice-President, 
Distribution, Mr. Guy Masse, Vice-President, 
Marketing and Mr. Frangois Jolicoeur to the new 
position of Vice-President, Administration. It includes 
Mr. Rodrigue Gagnon as Vice-President, Human 
Resources, as well as Mr. Jacques Lacas who was 
appointed Vice-President and General Manager of 
Québec-Nord Division. 


The Management Committee and all 
departments of the division are dedicating their 
efforts towards achieving maximum customer 
satisfaction. Economic conditions, intense 
competition, the disadvantage of not being permitted 
to sell wine and constraints of operating during 
shorter store hours than many competitors, dictate 
that the marketing approach must be geared to 
standards superior to those of the competition. In this 
light, continued emphasis will be placed on 
upgrading both store presentation and customer 
service. 


Better return on investment, improvement in 
overall contribution to the corporation and the 
continued development of our human resources 
remain prime objectives of the division. 


Miracle Food Mart 


Miracle Food Mart, our supermarket division 
operating in central and southwestern Ontario, 
showed satisfactory increases in both sales and 
profits. Sales increased by more than 9% while 
pre-tax profits showed a 15% improvement. 
Operating expenses and gross margins were both 
basically in line with budgeted projections. 


Construction of the division’s new meat plant 
and warehouse, referred to in our last Annual Report, 
is progressing satisfactorily. The first phase is 
scheduled for opening in the coming spring and full 
production expected before the end of calendar 


1981. The division has been actively working with the 
union to ensure that employees in this plant will 
function in natural work groups which will have a 
degree of decision. making responsibility. 


During the fiscal year Miracle Food Mart opened 
three new stores, including one combination food 
and drug superstore with a gross area of 67,000 
square feet, renovated two older stores and closed 
two stores. At year end the division was operating 70 
food supermarkets, 39 of which are equipped with 
electronic cash registers, including eight which utilize 
the scanning process. 


The operations of Miracle Food Mart are spread 
geographically from Belleville in the east, to Windsor 
in the west and from Niagara Falls in the south to 
Sudbury in the north. The need for improved 
co-ordination of these operations prompted the 
appointment of Douglas Stewart as Vice-President, 
Marketing and the creation of two new directors of 
unit operations. 


In recent years Miracle Food Mart has seen a 
number of its management personnel transferred to 
other areas of the Company, a consequence of the 
high level of training and experience which the 
division provides. Such transfers and promotions, as 
well as the growth of the business, have opened up 
a number of positions which have been filled from 
within. 

A new two-year collective agreement covering 
the division's food store employees was successfully 
negotiated immediately following the end of the fiscal 
year. 


Valdi Inc. 


This new subsidiary, which commenced operations in 
the province of Ontario late in the previous fiscal year, 
is exploring new areas of possible growth in food 
retailing. During the year 22 new outlets were 
opened, including four in the prairie provinces. 
Twenty-eight such stores were in operation at year 
end. 


Valdi offers a limited line of non-perishable 
grocery items in small, relatively plain stores, at 
prices substantially below those of conventional 
supermarkets. This concept, which originated in 
Europe, has received good public acceptance. Sales 
in these stores show a consistent growth pattern and 
the division is operating at budgeted levels. Even 


after relatively heavy store opening expenses relating 
to the fast expansion, a small profit was realized for 
the year. 


Since the year end three additional stores have 
been opened in Ontario and eight in western Canada 
with further expansion planned in both areas. 


Department Store Operations 


Sales of our Miracle Mart department stores 
improved by 9% to more than $225 million. 
Operational expenses showed a minimal increase 
and, while gross margins were reduced, there was a 
significant improvement in pre-tax profits. 


During the year the division, under the 
sponsorship of the Canadian government, was 
heavily involved in providing essential goods and 
clothing to many of the Vietnamese “boat people” 
who settled in eastern Canada. 


At year end the division was operating 32 stores, 
in comparison with 34 last year, one store in 
Chicoutimi having been destroyed by fire and a 
second store in Montreal being temporarily closed 
pending renovations. This unit will reopen next spring 
with extensive changes to its layout and with a new 
marketing concept. 


Miracle Mart is continuing to take measures 
designed to ensure appropriate merchandise 
availability and to increase the efficiency of its 
operations. Amongst others, these include better 
scheduling of store personnel to meet varying 
customer traffic patterns and the use of merchandise 
specialists to better co-ordinate the work of buyers 
and store personnel and such related functions as 
store display and advertising. In addition, new 
technology designed to speed up the processing of 
purchase orders and to provide details of 
merchandise on order has been put in place in 
co-ordination with store level electronic data 
processing equipment. Divisional management has 
been engaged in extensive market research better to 
identify its typical customers and the types of 
merchandise which they prefer, as well as to 
measure the effectiveness of Miracle Mart’s 
advertising. 


Miracle Mart’s strategies for more efficient 
management, more attractive pricing, more effective 
advertising and more sensitivity in customer relations 
should enable the division to meet its market share 
and financial objectives. 


Oak Pharmacies Limited 


The pharmacy section of the two food and drug 
combination superstores opened in Ontario during 
the year is operated by our subsidiary, Oak 
Pharmacies Limited. Pharmacy sales were ahead of 
budget, but a small operational loss was recorded. 


Mr. Mark Schwartz was appointed as 
Vice-President and General Manager of this 
operation for which several additional units are 
planned. 


Manufacturing Operations 


Total sales of our food manufacturing and processing 
subsidiaries amounted to $119,489,000, an increase 
of 23%; however, a good portion of this increase was 
represented by substantially higher sugar prices. 
Sales to outside customers equalled $47,360,000, or 
approximately 40%, with the balance being 
inter-company sales. 


Steinberg Foods Limited 


Results in both sales and profits for Steinberg Foods 
and Multimarques Inc., its wholly owned subsidiary, 
were higher than last year. Sales improved by 
approximately 8% and earnings increased 
substantially over last year’s strike-affected results. 
However, the level of profitability is still not 
satisfactory. 


Sales to the retail food divisions of the Company 
have followed the nation-wide trend towards reduced 
consumption. On the other hand, steady growth has 
been achieved by Multimarques through an 
aggressive sales programme for its full range of 
bakery products and a number of packaged food 
items directed at other major food chains and 
independent food retailers in Quebec and Ontario. 


In an effort to improve results of this division, a 
detailed review of all its operations has been 
undertaken. Further study may result in the closing 
down of certain operational lines and the transfer of 
the production of certain items to in-store bakeries in 
the Company’s supermarkets. 


Cartier Sugar Ltd. 


The fiscal year saw a tripling of world sugar prices 
largely due to poor supply performance of some 
countries. Over-capacity within the Canadian refining 
industry, combined with a slightly diminishing market 
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(continuing inroads being made by lower cost 
corn-based sweeteners) has intensified the 
competitive situation in Cartier’s major market area. 
The Company was compelled to absorb a significant 
portion of its increased cost of operations, particularly 
escalating energy costs. Of greater importance, 
however, was the rapidly escalating cost of raw 
sugar which led to greatly increased financial 
charges related to the Company’s market operations. 
Furthermore, poorer returns were realized on the 
sale of by-products, the price of which is insensitive 
to changes in the cost of raw sugar. 


As a result of all of these factors Cartier’s 
financial performance during the fiscal year was 
disappointing. Although sales revenue increased 
significantly, actual tonnage sold declined slightly, 
while earnings showed a major drop. 


Forecasts indicate continuing high sugar prices 
in the immediate future, which, with industry 
over-capacity and an escalating competitive situation, 
will lead to continued low profitability. 


The modernization program noted in our 
previous Annual Report will be fully operative by the 
end of the current fiscal year. The improved product 
quality and increased capacity should attract new 
customers, leading to better profitability in the 
1981-82 fiscal year. 


Phénix Flour Limited 


Tonnage sold by Phenix during the fiscal year 
exceeded last year’s volume by almost 5% while 
sales in dollars increased by 30%, reflecting higher 
prices in the industry. Although profits increased by 
7% reduced exports of flour and a strike at the 
Montreal grain elevators at the beginning of the fiscal 
year prevented Phenix from meeting its budgeted 
figures. 


Higher wheat prices arising from the recent 
change in the “two-price” system are expected to 
reduce domestic demand for flour. This fact, coupled 
with a narrowing of the export market, leads us to 
expect intensified competition for the current year. 
Phénix is focusing on improving its market share 
through improved plant efficiency, increased sales 
effort, the offering of better service to its customers 
and a more competitive pricing structure. 


Sa : | | Wh 
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Restaurant Operations 


Our restaurant operations achieved significant 
increases in both sales and operating profits. Sales 
increased to $40.8 million for the year while pre-tax 
profits showed a 25% improvement. Operating 
expenses were held within budget despite higher 
costs of food and other products and the effect of the 
new Federal sales tax on paper goods. 


The Salisbury House operation, which is based 
in Winnipeg and was purchased during the latter part 
of the previous fiscal year, achieved gratifying 
results. Two new units were opened. We plan to 
expand this concept of servicing restaurants from a 
central commissary to other parts of Canada. 


During the year Multi Restaurants was awarded 
the contract to provide all restaurant services at the 
world renowned Ontario Science Centre in Toronto. 
This agreement covers normal food service to the 
public and staff, as well as catering for banquets. 
Banquet services have been provided for groups 
such as the Ontario government, public and private 
institutions, conventions, consulates, and private 
parties for groups numbering from 25 up to 2,000 ~ 
persons. 


At year end there were 200 restaurants and fast 
food outlets in operation, with 15 being opened 
during the year and six older units closed. 


Continued emphasis is being placed on the 
development and strengthening of the human 
resources necessary for the continued rapid 
expansion of our restaurant business. 


Personnel 


The Company provides employment to more than 
25,000 Canadians, ranging from students working on 
a part-time basis to help finance their education 
through thousands of full-time store and warehouse 
personnel to office employees with a high level of 
technical or professional expertise. Many of these 
employees have devoted their entire working career 
to Steinberg — we presently have on our payroll 
more than 220 employees with over 30 years service 
with our organization. 


Salaries, wages and the cost of benefits for 
our employees exceeded $350 million for the year, 
an increase of 12.7% over the figure for the previous 
year. Our total wage bill now represents more than 
15.5% of total sales and operating revenue. 
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In the area of human resources management, 
the fiscal year was one of conclusions and 
beginnings. The year was marked by the 
implementation of a new structure, an administrative 
reorganization of the sector, and the appointment of 
senior executives whose distinctive talents reflect the 
Company’s manifold needs and concern for a 
rational integration of everyone’s efforts. 


Under the new structure, all special human 
resources activities are grouped under three 
directorships: Organizational and Personnel 
Development, Employee Relations and 
Communications and Personnel Information 
Services. 


This make-up is designed to promote the 
operational integration of groups of sectors with 
interdependent mandates. For instance, the 
Employee Relations group covers labour relations, 
compensation plans, pension plans and central 
benefits. The Personnel Information and Research 
section coordinates the communications and 
research sectors and the personnel management 
information center. Finally, the Development group is 
responsible to monitor the two employment offices of 
the Company and the medical center. 


Serge Wagner, Vice-President, Employee 
Relations, came to us from outside; however, the 
other two directors were recruited from Company 
employees. 


Consolidated statements of earnings 
and retained earnings 


Steinberg Inc. and Subsidiary Companies 
For the year ended July 26, 1980 
(thousands of dollars) 


Earnings 1980 1979 
$ $ 
sales and Operating Revenue . 20). i a an kee eee bales 2,247,272 2,082,710 
Expenses | 
Cost of sales and expenses except those shown below.................0.0.00005. 1,783,065 1,658,615 
epee aC enDIOVCe DOMCHISreeki is timers vou shoes LP ddal euler wie cote elke d 347,763 308,466 
Pree Oro ene Onicers TeMmuUncrauOnia is 8 oe ee et a ee a ee 2,589 2,456 
re i ee eRe i ey ae LA Urn m aPC TL kl Ber Et eas gene 30,736 28,642 
CeO MAO ramOLU CaO er ne eitag iy os ae TEC che a 27,928 25,463 
Interest and amortization of discount on long-term debt.....................000005 16,509 15,483 
(SESS TUDOR cate OS FR STR ae ee 08 a C8 TO A ee Ce 6,021 3,322 
Investment income, including interest earned and gain on redemption of 
SDE Ee ee terrae total mehGeeu le Dela, WORDT E ete hah ak Sen (8,731) (5,912) 
Share of net earnings of affiliated companies and partnerships .................... (2,342) (191) 
2,203,538 2,036,344 
Earnings before Income Taxes and Minority Interest .......................... 43,734 46,366 
Income Taxes 
NT ge nee i atta eC RG ah g pee ata A ME PRIN yea ey 11,580 14,386 
EEE ee OU CART ine Om he een ete Seca Waa gee et hie un Ee mel 3,562 4,230 
15,142 18,616 
Earnings before Minority Interest ................. 00.00 ee 28,592 27,750 
Pe ELOTOSU rie ak) ea saul tunes chil wu ean Midw ee wan Rute hogs Vieale mn AE 2% 631 559 
Rermeoriuinds 1Or the: Year 0 rs oSoeue tins (eo Wed ale Pn bene dda eos ba eye ed s 27,961 2A 
Represented by: 
et Anca UAaCtuining COMPAMOS oo aaree niga kira Gites giacleeicrsele Damas Shee h wide 22,815 20,749 
Ee SPOON AICS: Pre tre nike wane hk wus pO GIS Mea thea Santry Seta keen a a 8 hag 5,146 6,442 
27,961 27,191 
Net Earnings per Class “A” and Common Share........................000005 $3.24 $3.83 
Retained Earnings 1980 1979 
$ $ 
Balance’ —.Geginning Of Year oo. ce ee eae, ONG eae en cen laa 179,009 174,226 
Same MARES MICRO LVCON has fad a Nde as ghia OM brah Ded tye aint Banyag Ane Wie a he ales hear 27,961 27,191 
Recovery of income taxes on expenses relating to the issue of 
POP eCMe PLCIe TEC Shales IN 1 OL Ou ao euly pe elke Melia Morseniw bis Game, whieh ee 4 Atay 756 
207,726 201,417 
Dividends 
Be reteibed snares Sones Aiki 2 alc ee wu deilet ase eue Mea gy awe Oba sa hea 128 128 
$1.95 cumulative redeemable second preferred shares, series one................. 3,456 
Variable rate cumulative redeemable second preferred shares, series two .......... 1,440 
C27 oe subOtaniated. prelemed Shares? 6.62 saci Cees bP ee fa ee a ede Ae ale 25 50 
Ase SONOICOMIMONISDATOS Mtl yoke k kia bo cok viet REN pave & eae na CAbMe a oe 7,077 6,062 
12,126 6,240 
pcre emer SOORt Rimini tw cs 1c) daos'-sutvige bleak ay keatne 19 Fate semis s Ege ee he ae 14,504 
Expenses relating to the issue of second preferred shares ....................005- 1,664 
12,126 22,408 
Bohl COIN Oy ERAT PRG VR eR To ys ok icine cPebd eon H Slain Ps a tae a oo eik condos W doe aeeie eee wien 195,600 179,009 
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Consolidated balance sheet 


Steinberg Inc. and Subsidiary Companies 
As at July 26, 1980 


(thousands of dollars) 
Assets 


Current Assets 


Gash: oo Bee RET I Ea eo Coe oe ck Ue een ne ae 
Short-term marketable securities (note 3) ..... 0.0.0... eee 
Accounts receivable 0a eis ee Be ee ca ee se. Seca r a re aie ag ne neni cee 
Income ‘taxes recoverable ici ee ee eee BAe Ue el ae he eae 
IAVENTOLIES Ea ti ee a A a RU cca rg ee es ee a a 


Other. ‘Assets: (note: 4) sy 85 02s Se eA ee eo ee ane eta 


Fixed Assets (note 5) 


Real estate operations. nor ii iaiia cals te tees Gel tue ee ey me ee es 
Retail: and: manufacturingoperatlonsins oo i248 peo Se eee te 


Intangible Assets 


Unamortized: discount on long-term debt 225 nw. ah 2) a ee ae 
Goodwill yess Bnet Ris i Cane: We es oie tear ae sen he Ace ae ae ae 


Signed on Behalf of the Board 
Mel Dobrin, Director 
Jack Levine, Director 
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1980 
$ 


13,577 
78,513 
29,651 


204,378 
15,277 


341,396 
24,539 


195,787 
177,313 


373,100 


1,882 
18,238 


20,120 


759,155 


1979 
$ 


8,066 
74,246 
24,844 

1,487 

159,885 
12,970 
281,498 


31,338 


163,235 
150,226 


313,461 


1,939 
18,312 


20,251 


646,548 


Liabilities 


Current Liabilities 


Bank advances and notes payable i306 oe kel ede ehh eaves 
Accounts payable and accrued liabilities .....................0..05. 
OMS Davai ras en Neer Nurs ee aoe a en oe gb 
Tera Wee ett eG ets Noculem sale tN OSA ei actne Si Ve eae Siw dae 


Long-Term Debt and Other Obligations (note 6) 


PeeeRe ete ODCTANONS 8. hae ek ae wok oR Ma Pane eine 
ieraneand. manutacturing operations... a... sc i en el es 


ererred INCOMC> FAXES) 26 oes ee ise er oe he oe es va. 


PUNE ATEN OS LP ey ae a hy nian won A etee wie wipes aitece ae wg a eas 


Shareholders’ Equity 


PoE IE STOCKH OLE 7) ise a teu wine die blige BW wena gine Oleg lee eS wath sein wes 
Gontributed Surplus (note 8). ooo ee ee Ser ed ee Cas 
ETO ATMOS 600 hse own oye et sped ca hale dels Pum amcn ee Cady 


1980 
$ 


62,010 
181,794 
32 

151 

229 


244,216 


126,076 
60,572 


186,648 
26,826 


3,365 
461,055 


102,138 

362 
195,600 
298,100 
759,155 


30,610 
145,808 
32 


14 
176,464 


100,992 
59,608 


160,600 


23,264 


3,309 
363,637 


103,643 

209 
179,009 
282,911 
646,548 
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Consolidated statement of changes 
in financial position 


Steinberg Inc. and Subsidiary Companies 
For the year ended July 26, 1980 


(thousands of dollars) 


Source of Working Capital 


Net earnings forthe Veairnd ia cance beeen neti poplin. Seen rae has aera nears ee ee 


Items not affecting working capital 


Depreciation ‘and: amortization: 2 2025 SEA ee a ek ee eee 
Deferred IncOMe Taxes)... ai vl eas ae fe Ie NS eR eter et Yet i orale me 
MINOKItY) WATETeS Es Oa Wor OBS A VRS Sh eerste eeu te acer See eee 


Provided from soperations. cio is Sikes ane et Oat Se NO tae eer ee ae eer ae 


Additional debt and capital stock issued 


Present value of obligations under capital leases................... 00. eee eee 
Bankers’ acceptances under long-term commitment.......................405. 
Mortgages and balance of purchase price payable ............. 2... jc000 cee eaee 


Net proceeds from issue of 12.40% series 1980 


first mortgage sinking fund bonds due. 1995.0 ee ear ne eee i 

Net proceeds from issue of second preferred shares ........../.2..........4%- 
Issue of Class:“A” shares to employees 2. ...60. 025 2. vee el ee as 
Investments and other items (oceans is eet BU eS tear ne ea ea ain 
Recovery:of income taxes. ooo Se tae Sates abinks elcen yp mlay sta e Risin ane CO ee 


Use of Working Capital 
Net additions to fixed assets 


Real estate vse Sits Spee is frre Se 2 ork Nar ane (eh anata 
Retail and (manufacturing ai ee. eco ee een ir ee ae ee a ee a 
Capital leases! oo Sy Seas LRN Ce ie eprint a on ne ae Se 


Reduction of:long-tenn. debt ees oi. antes onl ere Oe ee ee ee oe eee eee 
Reduction. of minority interest, 272.007 ees eae i ee ee eee ee eee Re 
Retirement of preferred ‘shares «20 ie ee a eee ee cee ea ae 
Dividends <x) 5 02) beck ele bale Poke ak. ae oh beg See as ce 


Increase (Decrease) in Working Capital................ 00... 00.0. e eee eee 
Working Capital — Beginning of Year.................. 000 eee 
Working Capital — End of Year .iii ie ea ea eee ee one 


1980 1979 
$ $ 
27,961 27,191 
27,928 25,463 
3,562 4,230 
631 559 
60,082 57,443 
2,248 
5,000 
18,121 2,139 
14,907 
63,336 
170 1,163 
7,023 (18,875) 
___ 756 
108,307 105,206 
36,860 (10,230) 
48,393 36,438 
2,314 
87,567 26,208 
14,321 48,468 
575 200 
1,572 1,024 
12,126 6,240 
116,161 82,140 
(7,854) 23,066 
105,034 81,968 
97,180 105,034 


Notes to consolidated financial statements 


Steinberg Inc. and Subsidiary Companies 
For the year ended July 26, 1980 


1. Accounting Policies 
Principles of consolidation 


The consolidated financial statements include the accounts of all companies in which the parent company holds an 
interest in excess of 50%. Investments in affiliated companies and partnerships not controlled by the company are 
accounted for on the equity basis. 


Inventories 


Inventories are valued at the lower of cost and net realizable value using principally the retail method for retail stores 
and average cost for the remaining inventories. 


Fixed assets 
Real estate operations 


Income producing properties are carried at cost (including development expenses). Land held for future development 
is carried at cost plus direct carrying charges on land up to the appraised value of the land and on construction in 
progress until the official opening date of the project. Capitalization in respect of all projects is subject to a reasonable 
maximum period of time. 


Retail and manufacturing operations 


Land, buildings and equipment are carried at cost. Leasehold improvements are carried at cost less amortization. 
Store opening expenses are charged to operations as incurred. 


Depreciation and amortization 
(a) Depreciation of fixed assets is computed on the straight-line method over the following estimated useful lives: 


Buildings 40 years Automotive equipment 6 to 12 years 
Parking areas 25 years Data processing equipment 5 years 
Store equipment 10 years 


Amortization of leasehold improvements is computed on the straight-line method over the estimated useful life which 
in no case exceeds the lesser of the term of the lease plus one option or 40 years. 


(b) Long-term debt discount is amortized over the term of the issue. 


(c) Goodwill represents the excess of the cost of shares in subsidiary companies over the fair value of assets acquired in 
transactions subsequent to April 1, 1974 and over the net book value of assets acquired in transactions prior to that 
date. Goodwill attributable to transactions subsequent to April 1, 1974 is amortized on a straight-line basis over forty 
years. Goodwill prior to that date is carried at cost, subject to revision in the event of diminution in value. 


Leases 


All leases entered into after July 28, 1979 that transfer substantially all the benefits and risks incident to the own- 
ership of property to the lessee have been classified as capital leases. Where the company is the lessee this has resulted 
in certain leases being accounted for as if fixed assets had been purchased and an equivalent debt obligation incurred. 
Where the company is the lessor it has not resulted in any leases being accounted for as if fixed assets had been sold. 


Assets recorded under capital leases are depreciated on a straight-line basis over the term of the lease. Obligations 
under capital leases are reduced by rental payments net of imputed interest and executory costs. 


All other leases are accounted for as operating leases and the rental costs or income are accounted for as incurred or 
earned. 


Dividend income 


Dividend income from investments guaranteed by a Canadian chartered bank is accrued as earned. Other dividends 
are recognized as income on the date of declaration. 


Foreign currency translation 


Accounts in foreign currencies are translated into Canadian dollars. Asset and liability accounts are translated at 
year-end rates, except fixed asset interests and long-term debt which are translated at rates prevailing at the transaction 
dates. Gains or losses on translation are included in earnings. 
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Accounting Policies (cont.) 
Income taxes 


Deferred income taxes represent amounts deferred to future years due to the earlier deduction of certain expenses, 
principally depreciation, for tax purposes. Investment tax credits are reflected in earnings in the year they are claimed for 
tax purposes. 


Calculation of earnings per share 


Net earnings per Class “A” and common share are calculated according to the weighted average number of such 
shares outstanding during the year and are based on the net earnings for the year after deducting dividends on all 
preferred shares. 


Change in Accounting Policy 


In the year ended July 26, 1980, the company adopted the recommendation of the Canadian Institute of Chartered 
Accountants related to accounting for leases as set out in note 1. As a result of this change, net earnings for the year 
were reduced by $34,000. In addition, net assets increased by $2,250,000 while current and long-term obligations in- 
creased by $61,000 and $2,248,000 respectively. 


This change in accounting has not been applied on a retroactive basis. As a result, leases entered into prior to July 
29, 1979, and meeting the capitalization criteria have continued to be treated as operating leases. Had the recommenda- 
tions been applied on a retroactive basis, assets and obligations of $45,378,000 and $54,304,000 respectively would have 
been included in the balance sheet, and net earnings for the current year would have been reduced by $599,000. 


Short-Term Marketable Securities 


1980 1979 
(thousands of dollars) 
The company’s short-term investment portfolio is carried at cost which 
approximates market or realizable value and is comprised of: 


Marketable interest bearing or discount promissory notes, bankers’ acceptances 

or treasury. bills 255 Seni Se 2G ahety © ios ater ie clement he eee eo ee a a ee eee ata 8,513 14,246 
Floating rate term preferred shares which are either retractable or are 

subject to Put Option Agreements with a Canadian chartered bank under 

which the company may require the bank to purchase the shares .................. 70,000 60,000 


78,513 74,246 


Other Assets 
These comprise the following: 


1980 1979 
(thousands of dollars) 
Interest in affiliated companies and partnerships 


shares and: interests — at-equity.. yuk cotta de peepee ous ee ee ih Bienen 3,604 5,154 
AdVanCeS 8 io 6 i a ae eae Arde OR OD RO LOE Se EERIE ene nee ee eee 1,144 1,572 
4,748 6,726 

Advances and other recoverable amounts with respect to real estate transactions........ 530 4,837 
Funds, on‘deposit-and other, items: ci. 7s Viale scab pees abe was ete ee gtr ae ne Summa ape 2,396 Zien 


Investment in Consumers Distributing Company Limited 
530,000 common shares at cost 


(quoted market value as at July 26, 1980 — $5,035,000)..................... i: 9,010 9,010 
Non-interest bearing note payable in equal monthly instalments to 
Febrilary 133989 i 02 ies ee ek hee ee eee ee ec eee 1,439 1,606 
Interest bearing note at 1% above prime, payable in semi-annual instalments on 
August 1 and February 1 of each year and maturing on February 1, 1986....... 7,101 Tora 
17,550 18167).8 
Less:Current: portion due withinone: year i527 atc 4; <-tedne ngteite cate keiog Lan cae 685 637 
16,865 17,550 
24,539 31338 
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Fixed Assets 
1980 


1979 


(thousands of dollars) 


Real estate operations 


Rand eld 4omiuiure development. tea Oe ena es a ee 52,801 
PAC OMI OTOCUCING DIOPENMIES 05, 04 iG thie ash da Ase Wate eine oa sd Sint a oui a Wis tuniater reg aCe 194,986 
247,787 

POCOMNAISR: CEDLEClANOR Mint Vinuih la ae aivane Vad atautald a be Lid attic maemaN mead ne fhe 52,000 
195,787 

Retail and manufacturing operations 

Pe CI NMC UIC eh ee em Sue Pane tiae SEMIN OMe Mei iakcr alah @ Rikvate Glue aE A Bin ec lM eadane wee 6,101 
SMO en erate ean mura nth are Rit Sait a (nai ti italy ara 8 oboe ia tel ayes Am wile EAN open G 254,893 
260,994 

Pee Ia eC CLODRCCIAONN ties crailiz yasetb ee worsen ie eta eh ax ghee Gos & eek wee Veale pak 124,179 
136,815 

Bosse in orovelnemo tian inchs cain etl Cok hs Ue ee ah 38,248 
Assets under capital leases at cost less amortization of $64,000 ................... 2,250 
177,313 


Long-Term Debt and Other Obligations 
1980 


27,032 
183,895 


210,927 
47,692 


163,235 


5,351 
220,618 


225,969 
110,315 


115,654 
34,572 


150,226 


1979 


(thousands of dollars) 


Real estate operations 
(Refer to page 27 and note 4 to the consolidated financial 


SOCIO MISION WOALITOG HNIC) ae oath eee cll Rite tee car Bo ae Gy ky onlay 136,654 
Elimination of notes and advances due to Steinberg Inc. ..........0 20... 2. eee ee 10,578 
126,076 


Due to the nature of the real estate operations, the current portion due within one year 
is not included under current liabilities. This portion will be financed in the same period 
from rental income under lease agreements which is not included in accounts receivable 


1980 


112,855 
11,863 


100,992 


1979 


(thousands of dollars) 


Retail and manufacturing operations 
Steinberg Inc. sinking fund debentures 


BAI o! SONOS IAN CUE LL OOM tea okt pak han a mele bale ann emit Rea ance mie a's dane x eG 7,033 
Ooo Seres Bue OOO. SUL oy g nO Chia Ee SUM NUT ere ATER ey. 7,985 
6505 Sees CLONE MOO A ee ares RN ak ie OL AN Ae Ms aN ae RA 18,196 
10%% Series D, due 1994 (or 1984 at option of holder)....................0.0. 25,000 
Present value’ of obligations under capital leases . 2... chee ieee lees 2,288 
Vanous mortgage loans OF a: SUDSICGIANY so. sc ald eh ia abun cata pe citi ous aialeen shea ib i tac 299 
60,801 

Less: Current portion due within One: year co... 6 ke ne ih ge ee cle wie sie see ee bee 229 
60,572 


7,903 
8,261 
18,550 
25,000 


308 


59,622 
14 


59,608 


At, July 26, 1980 the amounts of long-term debt payable, including purchase and sinking fund requirements and 


payments at maturity by Steinberg Inc. and its subsidiaries for the ensuing five fiscal years, are as follows: 


1981 1982 1983 1984 

(thousands of dollars) 
Real estate operations................. 4,876 5,409 6,620 6,839 
Retail and manufacturing operations .... 15710 W714 1,928 6,733 


6,586 ¥,120 8,548 13,572 


i, 


7. 
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Long-Term Debt and Other Obligations (cont.) 


The amount shown as payable in 1985 does not include the $25,000,000 Series D debentures all or part of which 


may become payable in that year at the option of the holder. The excess of bonds cancelled or purchased for redemption 
to date over the cumulative sinking and purchase fund requirements at July 26, 1980 amounting to $2,361,000 in the 
case of real estate operations and $1,536,000 in the case of retail and manufacturing operations may be applied against 
these requirements. 


Capital Stock 


(a) 


This is comprised as follows: 
1980 


1979 


(thousands of dollars) 


Authorized 
24,360 cumulative redeemable preferred shares of the 
par value of $100 each 
3,973,000 second preferred shares of the par value of 
$25 each, issuable in series 
10,200 22% non-cumulative redeemable subordinated preferred 
shares of the par value of $98 each 
4,500,000 Class “A” shares without par value, non-voting 
3,500,000 common shares without par value 
Issued, outstanding and fully paid 


24,360 514% cumulative redeemable preferred shares, Series “A” ........... 2,436 
1,773,000 $1.95 cumulative redeemable second preferred shares, 
series one (1979 = 1,800,000) orci yee se Pee or ae iin wgs 44,325 
800,000 variable rate cumulative redeemable second preferred 

shares, series Iwo: 7.2% 10496845 yt ee ee SE ae aaa ni 20,000 

10,200 22% non-cumulative redeemable subordinated preferred 
shares (1979) 20, 400i oy oie ie PUG eens oie eh ae ie ae eae eo 999 
4,083,288 Class “A” shares non-voting (1979 — 4,072,688).................... 22,202 
3,000;000 ‘common: shares i522 thee net bike bed Oktay sew Ont a Canteen 12,176 
102,138 


2,436 
45,000 
20,000 

‘£999 


22,032 
12,176 


103,643 


(b) During the year the company redeemed 27,000 $1.95 cumulative redeemable second preferred shares, series one, 
and 10,200 subordinated preferred shares. Supplementary Letters Patent were granted July 11, 1980 cancelling 


(c) 


(d) 


these shares. Subsequent to July 26, 1980 the final 10,200 subordinated preferred shares were redeemed. 


As at July 26, 1980 the company had reserved 144,112 Class “A” shares.as follows: 


Number of 
shares 
Options to senior employees 
Exercisable to November'30, 198th tare ee cen ses Ce em Gia weep i A Renna ae 44,800 
Reserved for future allocation of options at a price to be determined by the Board 
of Directors but not less than 90% of the market value at the time of 
allocation, 220.240 yhaliae fay ooh ores Daan oe ene caltent saver 21 Ae eee er 99,312 


144,112 


Price per 
share 


$16.00 


The exercise of all the outstanding options would dilute earnings per Class “A” and common share by 1 cent (1979 


— 2 cents). 


During the year 10,600 (1979 — 72,195) Class “A” shares were issued to employees for cash of $170,000 (1979 — 


$1,163,000). 


Contributed Surplus 


The contributed surplus as at July 26, 1980 consisted of gains on redemption of 5%4% preferred shares, Series “A” 
amounting to $259,000 with respect to prior years and $103,000 on redemption of $1.95 cumulative redeemable second 
preferred shares, series one in 1980. 


10. 


11. 


12. 


13. 


Retirement Plans 


Substantially all employees of the company and its subsidiaries are covered by trusteed retirement plans, most of 
which are non-contributory. The company has obligations for unfunded past service liabilities in these plans totalling 
$11,298,000 based on actuarial evaluations of January 1, 1979 and January 1, 1980. These obligations will be satisfied 
as follows: 


$4,535,000 by annual payments of principal and interest of $470,000 to 1989; $453,000 in 1990; $416,000 in 1991; 
$344,000 in 1992; and $309,000 in 1993. 


$6,763,000 by annual payments to 1995 based on a formula which multiplies hours worked by certain food store 
employees by a contractual rate. 


During the year ended July 26, 1980 $1,515,000 in respect of past service obligations was charged to operations. 


Lease Obligation and Commitments 
Future minimum lease payments relating to capital and operating leases are as follows: 
Capital Operating 


leases leases 

(thousands of dollars) 

MSCoE VoalGrCicnnO SuUlych oo ten mae rane lane hice Ye aie hye sop geeme gear swihdee eyes 349 25,870 

DUE Oem A tee eae MPM edhe KAR ee lara heey i, 8 isce Wgukae FY de, Aunty w Ae 342 25,073 

ALSTAND UE SRG Je ua © BP chy SSM SIG Ce eae aus ORE REA NEO Eee ec OU 326 24,539 

RUN 98 OA CA TE el eric UR rat ata AU al MB he SU ak 249 23,002 

SE SUAS RS ake WA eG ae OU ce ai id uae Ei lady Un at ee ee La 270 22,501 

Du DScQhemiVCdta eee ny ae pny) an mem beter utes CRE te obra 8,041 327,783 

Vora ture mMINiMUNT ease: DAVES) is wsk cele ok he autho erie deb Ga wales eae ee 9,577 449,318 
Less: Amounts representing imputed interest and executory costs.............. 7,289 
Present value of obligations under capital leases .......... 00... cc cece eee ee 2,288 


The terms relating to long-term obligations under capital leases range substantially from 30 to 40 years, with related 
interest rates ranging from 4.83% to 11.61%. 


Contingent Liabilities 


(a) Subsidiaries of Steinberg Inc. have guaranteed bank loans to third parties in the aggregate amount of $1,308,000, of 
which $620,000 is in respect of indebtedness of 21 senior officers of Steinberg Inc., three of whom are directors. A 
subsidiary has pledged $1,000,000 in marketable securities to support its guarantee of the bank advances to those 
Officers. 

(b) Steinberg Inc. has guaranteed leases assigned to Consumers Distributing Company Limited in respect of the sale of 
the retail operations of Cardinal Distributors Limited in the amount of $2,913,036 payable over a period ranging from 
3 to 19 years. 

(c) Consumers Distributing Company Limited has instituted arbitration proceedings in connection with its purchase of the 
assets of Cardinal Distributors Limited (now Orcom Inc.), contesting certain inventory reserves used in determining 
the sale price of the inventory and requesting an additional write-down of approximately $1,500,000. The company 
believes that the claim is substantially without foundation and is contesting the proceedings. 


Litigation 
The company’s real estate subsidiary, lvanhoe Inc. and certain of the latter's U.S. subsidiaries have instituted legal 


action in the United States seeking recision and/or damages with respect to certain properties acquired during the year by 
those U.S. subsidiaries. No provision for any such recovery has been made in the accounts. 


Comparative Figures 
Certain figures for the prior year have been reclassified to conform to the current year’s presentation. 
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14. Results by Business Segment 
(in thousands of dollars) 


Food Retailing and General Real Estate Consolidated 
Manufacturing Merchandise 
Retailing 
1980 1979 1980 1979 1980 1979 1980 1979 
Sales and Operating 
Revenue 
Outside 
Customers. cs. 7. 2,004,384 1,828,608 227,568 236,515 15,320 17,587 2,247,272 2,082,710 
Inter-segment...... 13,206 12,287 
TOA horeh ae ae 2,004,384 1,828,608 227,568 236,515 28,526 29,874 2,247,272 2,082,710 
Operating Profit....... 47,485 47,466 3,688 1,785, 0 42:525:5.7:215286 68,698 T0908 
Corporate Expenses, 
including income 
taxes, less income ... 40,737 43,326 
Net Earnings.......... 27,961 27,191 
Assets 
Identifiable by 
Segment 5 eo.ais: 342,693 275,136 75,438 72,380 205,760 177,521 623,891 525,037 
Cornoralercis vane 131,650 116,357 
Investment in 
affiliates........... 3,604 5,154 
SOURIS face i raha 759,155 646,548 
Capital expenditures 
AGU cae bic Pais 46,590 37,307 1,741 5,665 36,860 (10,230) 87,567 26,208 
Depreciation and 
amortization ....... 19,352 16,563 2,997 3,296 4,308 4,049 27,928 25,463 


Food retailing and manufacturing — merchandises a complete range of food products, certain of which are manufac- 
tured by the company, through supermarkets, box stores and restaurants primarily in Quebec and Ontario. 


General merchandise retailing — operation of self-service department stores in Quebec and Ontario. 


Real estate — acquisition, development, operation and management of real estate, principally in Quebec and 
Ontario, with certain land held for future development in the United States. 


Inter-segment transactions are carried out approximately at market values. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Steinberg Inc. as at July 26, 1980 and the consolidated 
statements of earnings, retained earnings and changes in financial position for the year then ended. Our examina- 
tion was made in accordance with generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the company as 
at July 26, 1980 and the results of its operations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles which, except for the method of accounting for 
leases referred to in note 2, have been applied on a basis consistent with that of the preceding year. 


Montreal, Quebec 1 Y ; 


September 10, 1980 
Siar tag Coopers & Lybrand 
Chartered Accountants 
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ivanhoe Inc. & Subsidiaries 


During the fiscal year lvanhoe made substantial 
purchases of land for future development in the 
southwestern United States. Because of the size of 
and certain difficulties encountered with these 
purchases, comparisons with previous years’ results 
are distorted. 


Consolidated Canadian revenues increased 
satisfactorily during fiscal 1980. Rental income 
increased by approximately 10% to $28,633,000 from 
$25,921,000 reported in the previous year. During 
the year the Montenach Shopping Centre, owned in 
partnership with another real estate developer, was 
sold. This resulted in a profit to lvanhoe of 
approximately $1 million. Last year we recorded 
gains arising from land transactions and other real 
estate developments of $3.9 million. 


Net earnings on Canadian operations of 
$6,287,000 for the year compare to net earnings of 
$6,442,000 in the previous year. After giving effect to 
the losses on U.S. transactions as discussed below, 
consolidated net earnings amounted to $5,146,000. 
Cash flow from operations was reduced from 
$12,174,000 to $10,411,000. 


At year end total fixed assets were shown on the 
books of the Company at $205,651,000, an increase 
of more than $38 million from $167,374,000 reported 
last year. Long-term debt increased by $23.8 million 
to $136,654,000, the increase resulting primarily from 
a private placement of $15 million of 12.40% first 
mortgage bonds by Ivanhoe and balances due on 
land purchases. Total assets amounted to 
$219,229,000. 


During the year lvanhoe opened two community 
shopping centres having an aggregate gross 
leaseable area in excess of 200,000 square feet. 
Current plans call for the construction of two 
additional shopping centres, the expansion of five 
others and the construction of several other retail 
and plant facilities. 


lvanhoe’s land purchases in the United States 
were made through U.S. subsidiaries with the 
declared intention of proposed development in 
conjunction with local associates. It was later 
discovered that certain of these associates had used 
nominee corporations to acquire the land and resell it 


to lvanhoe, on a non-disclosed basis, at prices above 
their acquisition cost and substantially above fair 
market value. Legal proceedings, asking for a 
recision of the sales and/or damages, have been 
instituted. 


With respect to these U.S. transactions, the 
accounts of Ivanhoe reflect an operating loss of 
$1,141,000 Canadian after making appropriate 
income tax provisions. This amount represents legal 
expenses incurred, carrying costs on certain of the 
properties and, with respect to one property, the 
difference between the amount paid for the land and 
the current fair market value. On certain of the 
properties carrying costs have been capitalized. 


At year end an independent appraisal of certain 
of lvanhoe’s fixed assets was completed. Land held 
for future development in Canada was appraised at 
$56.98 million which is $26.66 million or 88% above 
book value. Interests held by Ivanhoe in companies 
in which it owns 50% or less were valued at $32 
million in comparison to a book value of $3.6 million. 


The appraisal did not include lvanhoe’s 
developed properties which are carried on the 
Company’s books at $150,222,000. On the basis of 
current rental income, land values, building costs and 
interest rates, lvanhoe believes that these properties 
have a current value which is substantially above the 
recorded book value. An independent appraisal of 
these properties is currently in progress. 


In March 1980, Ralph H. Ordower, the 
Vice-President and General Manager of Ivanhoe 
for the previous seven years, was tragically killed. 
He will be truly missed by his friends and associates, 
both in the Company and in the community which he 
served with dedication. 
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Consolidated statements of earnings 
and retained earnings 


Ivanhoe Inc. and Subsidiary Companies 
For the year ended July 26, 1980 
(thousands of dollars) 


Earnings 


Revenue 


Rentals — Steinberg. Inc. and subsidiarieéS: ).. 225... nas oes once oe. te 

OUOR i as See Gee Oe I Ue ee one ee ace gs ere a 
Gain: (loss) ‘on land transactions.) ; 25! ey Se ic eile ha oe oe ee ee ee 
Gain.artsing from real-estate: developments) cs. Gaara fyicnk yen on cur ent ey 


Expenses 


Operating and: administrative... se eat eee ne heigl Aas DUAN etek Ri erg ae en 
Wages and employee: benefits. 08h. i:s Wee jie awa ee ae seane ene eee meee 
Deprectationie ca.:3. 2 bce a he oe es Nie opted ne Sect ea eGo ceed tee eee ca 


Earnings from Operations’: i) oy ie ee ay oe a a ere tea 


Interest and Other Expenses (Income) 
Interest and amortization of discount on long-term debt 


StOiNDErg ANC hae ee NOOR Cer ean tecraadh tos ale Oth ree en 
Other sc e355 Gis Fu i Gi i cere CN NR ce ea aa ee pee eh 
Other, interest yi 3 ak gies CAEN ER ONE eet ae te eat rae N 
Interest earned and gain on redemption of long-term debt........................0. 
Share of net earnings of affiliated companies and partnerships .................... 


Earnings before Income Taxes and Minority Interest .......................... 


income Taxes 


Earnings before Minority Interest ............ 00.0... ee eta ee 
Minority interests) 30 ois Sk hae 2A Sees Pst eae ede ae er al 


Net Earnings for'the Year 2 25.): cic) fog seh he ee ee ee 


Represented by: 


Canadian operations i ioe eee ie 6 ne Tate cee te ere ee ee 
United: States operations i es) ea ae es ee eee ae eee 


Retained Earnings 


Balance —' Beginning of Year... 2 ens ee ey beau cbs See dae OES 
Net earnings for Ine Wears cols Uke sai mee eee are ake oth eee ARG cy ee ate yet Wear Cee co mae 


Dividends 


5% -non-cumulative: preferred Sniaress kiya Male, Wah ea eee 7 
8% cumulative preferred: snares saa aig us ee Lb ee i 


Balance — End. of Year) ioe a Gh ie 2 ee ee 


24 


Consolidated balance sheet 


Ivanhoe Inc. and Subsidiary Companies 
As at July 26, 1980 


(thousands of dollars) 
Assets 


Property Interests 


en LCMALICIIGLOFODCTIOS ahi oii cic Sate ecut Mining (ay 82 arabs Weed eth uy Sic eas al 
Re MIRU LOC CLOT MOCIAUO Icy or Mule i wees maid glenn ve EV we Wearataieiy de wguld Got) 


Bana held for tuimire development... fo2cki Foe e ig Paley AE aah oa: 


Other Assets 


Pecounts feCeCIVADIE (NOS 2) uer ln wee ken Saute ebay een ec blod ewan 
eCNI ee ORICNISCS Fea earn ete hea R ere thoes bade tho auto Sica ea eS. cies 
OSIM 35) Sete as RGNs Cia Parnes Wiad a ple REA aint cela eaves lacs 
mnamorized ciscount.olrlong-lermidept iui. iki. ede ea bees. 


Liabilities 


Long-Term Debt and Other Obligations (note 4)....................... 


Other Liabilities 


SMSO Sch cao ce, SNe meta nea GH aN tod Vael oe Sete Mee oun ye ae Lis 
Accounts payable and accrued liabilities (note 5) ....................00.. 


CLO IC OME Ea ai ee acide es RNS RN Se a 
OIEHOMAL VP MIVLCTOST ck in tint, ety ny PORN mee y a Rat SY wee ond staid Whe tledbonce oases 


Shareholders’ Equity 


AU IE IOEMMOLE Ghoti Gulch ac eR i haan ie ok sae Stale at ek 
Pe TANCE AMIGOS kn iano mE at cca ob re eho e S MA act abd 


Signed on Behalf of the Board 
H. Arnold Steinberg, Director 
Mel Dobrin, Director 


1980 
$ 


201,784 
51,562 


150,222 
55,429 


205,651 


162,561 


24,697 
31,971 
56,668 
219,229 


1979 
$ 


184,966 
47,253 


137,713 
29,661 


167,374 


1,891 
135,162 


21,828 
28,648 
50,476 
185,638 
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Consolidated statement of cash flow and changes 


in financial position 


Ivanhoe Inc. and Subsidiary Companies 
For the year ended July 26, 1980 


(thousands of dollars) 


Net: Earnings for the: Year... 40.) iis Bie hii ohne es ee 
Items not requiring cash 
DeDreChatlonie Sesh i ahs Ch Ag fe OR Occ Maney ts cape ea rag 
Deferred income:taxes ics eoo Lacie erat ae agen! pttauee 


Cash Flow from Operations .....................0..0005- 


Financing 

Additional-long-term'debt)) sii es ene eee IN eg Le 
Repayment:of long-termidebty | a0 tion ohn ne ees 
Additions to (repayment of) advances from Steinberg Inc...... 
Issuance of shares of a subsidiary to Steinberg Inc........... 
Issuance of shares to Steinberg inc: oe eee oo ie oe: 


Funds Obtained from Other Assets and Liabilities ........ 


Payment of Dividend to Minority Shareholders by a 
Subsidiary Company). 2.5)30 002009 Gee al ng ea oe 


Payment of Dividends on Preferred Shares............... 
Funds Invested in (Obtained from) Property Interests — Net 
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wha Ter im) tay Oe) (8) WA oe lee Wallies ey wl be pis al Ge 


38,028 
(12,815) 
(1,285) 


2,869 
26,797 
7,200 


(1,823) 
42,585 


Notes to consolidated financial statements 


Ivanhoe Inc. and Subsidiary Companies 
For the year ended July 26, 1980 


1. Accounting Policies 
Principles of consolidation 


The consolidated financial statements include the accounts of all companies in which the parent company holds an 
interest in excess of 50%. The investments in affiliated companies and partnerships not controlled by the company are 
accounted for on the equity basis. 


Translation of foreign currencies 


Accounts in foreign currencies are translated into Canadian dollars. Asset and liability accounts are translated at 
year-end rates, except property interests and long-term debt which are translated at rates prevailing at the transaction 
dates. Gains or losses on translation are included in earnings. 


Property interests 


Income producing properties are carried at cost (including development expenses). Land held for future development 
is carried at cost plus direct carrying charges on land up to the appraised value of the land and on construction in 
progress unti! the official opening date of the project. Capitalization in respect of all projects is subject to a reasonable 
maximum period of time. 


Depreciation is computed on income producing properties on the straight-line method at the following rates which 
are sufficient to amortize the cost over their estimated useful lives: 


BUNGIIOS eas olde ce os 40 years Parking areas.......\.... 25 years Equipments cco. s ie ake 10 years 


Leases 


The company, as a lessor, has retained substantially all of the risks and benefits of ownership and accordingly 
accounts for all of its present leases as operating leases. 


2. Accounts Receivable 


1980 1979 
(thousands of dollars) 
DUCHTOMINC NaS eat ena eerie ae mene pA yee Lae A edd gos a a eeawe 1,041 1.513 
Amounts recoverable from land transactions, funds on deposit and other items .......... 2,373 6,965 
3,414 8,478 

3. Investments 
1980 1979 


(thousands of dollars) 
Interest in affiliated companies and partnerships 


Sharessand interesis— awequiy way tavec ee se Melons ain dey Shh S ea Gel aa Ree oe ow 3,604 3,979 
PAV AINOCG a ae or tte cate Rina he recente tee Ae aor Oh aul OR eA hs Gotan MU a kt 1,144 415 
4,748 4,394 


4. Long-Term Debt and Other Obligations 
1980 1979 
(thousands of dollars) 
First mortgage sinking fund bonds 


Ivanhoe Inc. 
BV CCOSONOS A CUCL ree sre nk RSLS char Rie a akan eon ie Mae ald Site ay 3,275 3,450 
7% Series B, due 1991 (repayable in U.S. 

CUITENCY Gil obo 000; 1979 SSO 00D) ay lriss esa reli as gee wel tcacact okt 1,693 1,806 
101%4%-10%2% Series 1978 due 1998 (or 1988 at option of holder).............. 28,679 29,323 
PADIS SCTICS 11GOD. CUE MOO Oi uae Wis aet Nake lak ataim cial toraea A plas ele es ala ole 15,000 

Steinberg’s Shopping Centres Limited 
PP SCHOO SEA IOUCEROO SL fos thee hn one nts SPL Om area eS et ELS 2,748 2,877 
See ce SOHC Oa OOM te. eel ses hus aeed eae ers eee Ore Cae e o SHE bo ees 3,221 sere 
Steinberg Realty Limited 
Bie PSShOS me TOUegt OOM ana rian ha ibaa neay out age Bee semis FUGA KS eke s 13,454 13,671 
Bir Ce SENOS 1S ET MOO ye Laut hecho en eee dancin a ager bly a FN ace 20,543 20,785 


88,613 75,184 


af 


4. Long-Term Debt and Other Obligations (cont.) 


Mortgage loans and balances payable on land purchases 


7%-12% balances payable on land purchases to 1994.......... 20... cee eee 19,266 1,427 
5V2%-119/4% mortgage loans, repayable in varying monthly instalments to 1985...... 13,190 13,830 
123% mortgage loan repayable in full on June 1, 1980....0......0 00), TSU? 

32,456 16,574 


Other obligations 


Non-interest bearing: advance) eiik cones eke Wes kG, aldose 8 bia RCA One erie 7 34 
Unsecured term loan due May 19, 1982 with 

interest at 12: of 1%) 1001 Yo: ADOVE: DIIMen cis oo eaieiere ian eee ease denice elec 4,200 
8% demand note due to Steinberg Ince wie eee Oe ee oe Ue ean re eee ere 10,578 1,863 
Secured revolving term loan facility due June 15, 1985 

Bankers “acceptances aid. pears a Oia eb kB ne Aries cele ee ee a es 5,000 

Notes with interest at %4% to 114% above prime...... 6... 2. ee eee 5,000 
Advances due to Steinberg Inc. bearing interest at a rate 

approximating the cost of borrowing to Steinberg Inc. ............... 0. cee eee. 10,000 

15,585 21,097 


136,654 112,855 


At July 26, 1980 the amounts of long-term debt payable, including purchase and sinking fund requirements and 
payments at maturity by Ivanhoe Inc. and its subsidiaries for the ensuing five fiscal years, are as follows: 1981 — 
$4,876,000; 1982 — $5,409,000; 1983 — $6,620,000; 1984 — $6,839,000; 1985 — $12,286,000. 


The excess of bonds cancelled or purchased for redemption to date, over the cumulative sinking and purchase fund 
requirements at July 26, 1980 amounting to $2,361,000 may be applied against these requirements. 


5. Accounts Payable and Accrued Liabilities 


1980 1979 
(thousands of dollars) 
Deferred: revenues 2 iis ce EAR RS Re SEES Soh 9 a Baga ah ee era na ae 1,752 tevioe 
INCOME. TAXES 5 ibs IS a PA i Oe EE De eae NL SSA ate ne ma Mg 412 521 

Steinberg, Ine. 3 5 nc Claas RE Baceaee alll hres Pe heGee cae) chee ice Tene ree a aa eae a 3,056 
Other. 26 os eh a GE Ae Be ea ee UE an ey Gelen heb et fruit a woc a ere ene 4,620 5,585 
9,840 7,856 

6. Capital Stock 

1980 1979 


(thousands of dollars) 
(a) This is comprised as follows: 
Authorized 
160,000 5% non-cumulative redeemable preferred shares of 
the par value of $100 each 
70,000 8% cumulative redeemable preferred shares of 
the par value of $100 each 
22,000 994% cumulative redeemable preferred shares of 
the par value of $100 each 
2,000 common shares without par value 
Issued and fully paid 


159,012 5% non-cumulative redeemable preferred shares (1979 — 153,200)..... 15,901 15,320 
64,962 8% cumulative redeemable preferred shares (1979 — 64,088).......... 6,496 6,408 
22,000 994% cumulative redeemable preferred shares ....................... 2,200 

1,000: common shares: (1979' "10, 000)04 oe0 Mies oon eves Co ic een ne 100 10 
Nil Class “A” non-voting shares (1979 — 90,000) .................0..00.. 90 
24,697 21,828 
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6. Capital Stock (cont.) 


(b) On July 29, 1979 the company’s authorized and issued share capital was changed as a result of the amalgamation of 
lvanhoe Inc. and its subsidiary company, Steinberg Properties Limited, which 
(i) authorized an additional 5,000 5% non-cumulative redeemable preferred shares of the par value of $100 each; 
(ii) increased the issued and fully paid 5% non-cumulative redeemable preferred shares to 159,012 shares at 
$15,901,000; 
(iii) increased the issued and fully paid 8% cumulative redeemable preferred shares to 64,962 shares at $6,496,000; 


(iv) reclassified the previously authorized 200,000 Class “A” non-voting shares of the par value of $1 each and the 
50,000 common shares of the par value of $1 each as 2,000 common shares without par value, and converted 
the previously issued 90,000 Class “A” shares and 10,000 common shares into 1,000 common shares. 


(c) Supplementary Letters Patent were granted April 17, 1980, creating 22,000 9%4% cumulative redeemable preferred 
shares of the par value of $100 each. During the year 22,000 9%4% cumulative redeemable preferred shares were 
issued at par in partial consideration for the purchase from Steinberg Inc. of a leasehold interest in the amount of 
$5,727,000. 


7. Contingent Liabilities 
Ivanhoe Inc. has guaranteed bank loans amounting to $532,875 of companies in which it has ownership interests. 


8. Litigation 


The company and certain of its U.S. subsidiaries have instituted legal action in the United States seeking recision 
and/or damages with respect to certain properties acquired during the year by those subsidiaries. No provision for any 
such recovery has been made in the accounts. 


9. Related Parties 


Ivanhoe Inc. is a wholly-owned subsidiary of Steinberg Inc. Transactions with the parent company are identified 
separately in these financial statements. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Ivanhoe Inc. as at July 26, 1980 and the consolidated 
statements of earnings, retained earnings and cash flow and changes in financial position for the year then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the company as 
at July 26, 1980 and the results of its operations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the preced- 


ing year. 
Montreal, Quebec Coopers & Lybrand 
September 10, 1980 Chartered Accountants 
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Ten year statistical review 


Steinberg Inc. and Subsidiary Companies 1980 1979 
(thousands of dollars except where noted) $ $ 
Sales and ‘operating revenue cist ORG be ili ie ca eae at eae ace, ACOs es aceon peas ate te a ee 2,247,272 2,082,710 1,91 
Salaries, wages and-employee benefits. ho. i03 0k ee See a nage tnaseala 350,352 310,922 28 
Rentals yoo ce be a Rae Ea LIS IG TE Ne Sa ct aye nc A ec Lg 30,736 28,642 2 
Depreciation and ‘amortization wi. ooh oG) sea ee Gee Gee Sot ak eee cae ean eee eaecen 27,928 25,463 2 
Interest:on long-tenm: debt) ie5huies tik aye NEO oe ef cree tsertoe von aha elie area 16,509 15,483 1 
INCOME! TAXES oF as eo dy RE RG Ae ST aS Be ae SS ve 15,142 18,616 1 
Net @arnings i yi c oc Die CORE ite iG Licey Soe ee Algae Ra ean cna 27,961 27,191 2 
INVENTONES 1524S: re he BT OE Eas cetecan & sce eat to leer ciety GO SCO, eet gna 204,378 159,885 15 
Working’ capitals. isa 5 eS RNG oa men Ne ee cere 97,180 105,034 8 
Investments: andsother assets 2: Pj 2 eR i Oe ee la ca sic peiinn baka eee ee 24,539 31,338 
Fixed aSS@is:—— metes). 5 iii can Us Bee ee UNG Galea uae Bk. hae alaska are eG ean 373,100 313,461 31 
Total assets nye osc eed hE CERES RS aie Ota lec nee in tee (ban Ent ni a) ad re 759,155 646,548 57 
Long-term: debt sac ais Siero h eee Sette a ile a OS eA oy caste oregano oe acca 186,648 160,600 20) 
Deferredincome taxes ie ween bi eee ee ee sine Ee, Sorat pote noch eeeiea ORES rae noe a eee eS 26,826 23,264 an 
Minority interest: i 2k eal oe Ghia dace Mae se Sena MS a ad pene rm eco re 3,365 3,309 : 
Preferred Stock. cae EEO FS en ae ne ecm eee cn a ae a 67,760 69,435 
Common and'Glass ‘A’ shareholders’ equity.ie 2) Wess oes 3 ava temelcel aunts Succes 230,340 213,476 19 
Capital employed?.))'2 2 Ga ec...5 Bava aie PUR e ok ciel nite fe ope eee eae eae een 514,939 470,084 42 
Capital’expenditures'-— net, feo OL Ge kk wee es ee ee Saige le ee ebetal pe naa ceemmcny oes 87,567 26,208 4 
Cash ‘flow from:operations 21s outa crcl tug ks ne eee See ean ‘ 60,082 57,443 5 
Dividends’ paid to shareholders ie. .c0 eta 3 2095 BP ache Roa oe ee a aed 12,126 6,240 
Return: on average capitaliemployed: i sci:js 22.0) cea os 2 ened eee bees sane nee 7.51% 7.98% E 
Return on ‘average common and Class (A” equity”. 22.20. 7.5 05 ai. is Se ante oe cn 10.33% 13.26% 18 
Net earnings as % of sales and operating revenue............0. 00 5c eee ee eee 1.24% 1.31% 1 
Long-term: debt\equity ‘ratioyo 2a i eee hrc al Mian eds CMSs tite ie tie epeeo atest carat ene meade 39:61 36:64 
Long-term: (nterest coverage? ratio: 2 465 iste, aed ree ble ey enna beeper aparece soa rey i 3.65 coe tS) 
Working capital ratio 3.05... es eae R ae gee Sines oe hee mn cr acs Rn ee ye cee 1.40 1.60 
Inventory turn-over/fations. ..-. ahaa: Vitae hea 8 ea eae seus ieee tater arate mech area eteetc gaa 9.73 10.43 
Earnings’ per:common and: Classi 7A shiaren ices 0) eel ae an Omer lente aie ae $3.24 $3.83 , 
Dividend paid per common. and ‘Class “A” share)... 00. 224 eka e Sule eed Oe $1.00 $0.86 ) 
Book value per common:and ClassiA@ share. 4: a i ha ie Se ls rein wieniae as $32.52 $30.18 $ 
Supermarkets: — Number /of-untts cn Rak AS Ee ae cae gee Bae ae ete 224 218 

— Gross leasable area (thousands of sq.ft.).... 0.006. eee ele 7,380 6,889 ( 

-+Sales area (thousands: of Sq.ft) x). 5 ono eect bee een eee - 4,214 3,883 7 
Department stores 

== 'Numberrot Writs: Cova face cared 5 ten oie we ee aioe eae ere pare em eee mali 32 34 

— Ground floor area (thousands. Of Sq. tit) i.s ct. nant eniee tee meee 3,223 3,348 , 

— Sales area {thousands:of sqvtt,) 05 fons ole nek Meena ts ree 2,255 2,350 
Restaurants: “— Number’ of ufltSyos Winns os 2 es See hg ee Diet eis ea tans Oe 200 194 
*53 weeks 
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1 te WA 19767 1975 1974 1973 1972 1971* 

$ $ $ $ $ $ $ 

1,767,687 1,605,642 1,430,195 1,197,319 1,012,209 881,575 792,821 
261,521 222,878 190,449 158,399 134,465 114,650 102,575 
21,261 19,678 HEAOT 14,881 11,386 11,426 11,350 
20,513 18,729 15,803 14,473 12,903 PES i 10,674 
15,641 13,809 9,774 8,966 7,233 5,890 5,432 
19,445 18,769 15,023 15,834 14,136 10,619 9,000 
21,895 21,266 TAO "| 16,229 16:729 14,972 9,459 
146,118 122,432 TZ TGS 113,283 82,391 68,440 59,011 
74,611 54,628 35,438 23,440 30,725 26,203 8,979 
12,690 16,021 21,920 14,335 12,876 8,097 7,939 
293,955 267,412 239,527 218,740 198,904 175,478 164,533 
522,163 471,917 418,115 389,003 338,292 287,848 266,685 
199,432 175,514 152,928 117,924 117,742 99,228 82,943 
16,765 13,602 i evas) 12291 9952 S,079 8,004 
2,524 2,647 2,460 2,311 1,857 1,593 2,420 

7,624 8,634 9,689 10,765 11,909 12,962 13,083 
172,077 155,010 138,041 130,427 118,422 104,449 91,405 
/398,422 355,407 314,393 273,718 259,882 226,807 197,655 
47,056 46,614 36,590 34,309 36,329 22,456 18,428 
46,090 43,007 eet 33,810 31,492 27,334 20,361 
4,685 4,468 4,489 4,509 3,481 2,620 2,608 
8.06% 8.65% 5.78% 8.05% 8.56% 8.59% 6.42% 
13.22% 14.31% 8.60% 12.76% 14.67% 15.09% 10.63% 
1.24% 1.32% 0.83% 1.36% 1.65% 1.70% 1.19% 
53:47 52:48 51:49 46:54 47:53 46:54 44:56 

3.66 3.94 3.75 4.64 5.31 5.38 4.43 

. 1.60 1.47 1.34 1.20 1.39 1.43 eS) 
; 10.45 10.87 E25: 12:22 12.46 1494 10.77 
$3.10 $3.01 $1.66 $2.29 $2.37 $2.16 $1.37 
$0.66 $0.60 $0.60 $0.60 $0.45 $0.36 $0.36 
$24.67 $22.24 $19.83 $18.77 $17.10 $15.20 $13.41 
EE a Sh el ite bet SUG RR SCE SOR ARR a oS i Dl aR A re a oe aS SN 
| 206 Toy 196 ihed 187 185 179 
6,374 5977 5,877 5,684 5,447 5,322 5,113 
3,488 3,273 3,185 3,019 21815 2,692 2,544 

31 28 28 32 31 28 26 

3,038 2,743 2,743 3,236 3,255 3,032 2,931 
2112 2,046 2,046 2,294 2,173 2,001 2,138 

153 123 ys: 119 96 70 52 
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Directors 


Donald G. Campbell 4 
Chairman of the Board & 
Chief Executive Officer, 
Maclean-Hunter Limited 


André Charron, Q.C.7 
President, 
Lévesque, Beaubien Inc. 


J. V. Raymond Cyr 
Executive Vice-President, 
Administration, Bell Canada 


Melvyn A. Dobrin*4 
Chairman 


Mitzi S. Dobrin* 
James N. Doyle* 
Jack Levine*4 


Hon. Lazarus Phillips, 
O.B/Es O.C: 

Senior Partner, 

Phillips & Vineberg 


Gerard Plourde* 
Chairman of the Board, 
UAP. Inc. 


H. Arnold Steinberg * + 


Nathan Steinberg * 
Vice-Chairman 


* Member of Executive 
Committee 

+ Member of Audit 
Committee 

4 Member of Management 
Resources & 
Compensation Committee 
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Officers 


Head Office 


Melvyn A. Dobrin 
Chairman of the Board, 
Chief Executive Officer 


Nathan Steinberg 
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Board, 

Senior Vice-President 


Jack Levine 
President 


James N. Doyle 
Executive Vice-President, 
Legal & Corporate Affairs 
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Executive Vice-President, 
Food Retailing 


H. Arnold Steinberg 
Executive Vice-President, 
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Henri Tremblay 
Group Vice-President, 
Human Resources 


Stanley F. English 
Vice-President & General 
Counsel 


Harold G. Geraghty 
Vice-President, 
Real Estate — Ontario 


William Howieson 
Vice-President, 
Treasurer & Comptroller 


Sidney Pasoff 
Vice-President, 
Management Systems & 
Control 


Serge Wagner 
Vice-President, 
Employee Relations 


Diane Marcelin Laurin 
Secretary 


Pierre de Grandpré 
Assistant Treasurer, 
Taxation 


Michael J. Livingston 
Assistant Treasurer, 
Finance 


Quebec Division 


Marvin Biltis 
Group Vice-President & 
General Manager 


Rosaire Beauregard 
Vice-President, Special 
Projects . 


Guy Dulude 
Vice-President, Store 
Services 


Rodrigue Gagnon 
Vice-President, Human 
Resources 


Francois Jolicoeur 


Vice-President, Administration 


Jacques Lacas 
Vice-President & General 
Manager, Québec-Nord 


Jean-Claude Leliévre 
Vice-President, Store 
Operations 


Guy Massé 
Vice-President, Marketing 


Jean-Roch Vachon 
Vice-President, Distribution 


Ontario Division 


Norman Auslander 
Group Vice-President & 
General Manager 


Albert Alon 
Vice-President, Human 
Resources 


Earle Coe 
Vice-President, Distribution 


Douglas R. Stewart 
Vice-President, Marketing 


Miracle Mart Division 


Mitzi S. Dobrin | 
Group Vice-President & 
General Manager 


Soly Cohen 
Vice-President, Store 
Operations 


Brahm Steinberg 
Vice-President & General 
Merchandise Manager 


Principal 
Subsidiaries 


Cartier Sugar Ltd. 


John A. Lang 
President 


William Cleman 
Vice-President & General 
Manager 


Ivanhoe Inc. 


H. Arnold Steinberg 
President 


Multi Restaurants Inc. 


Lewis Steinberg 
President 


Edy Lackman 
Vice-President & Director of 
Marketing 


Oak Pharmacies 
Limited 
Mark Schwartz 


Vice-President & General 
Manager 


Phénix Flour Limited 


John A. Lang 
President 


Guy Tremblay 
Vice-President & General 
Manager 


Steinberg Foods 
Limited 

Joseph Beerman 
Vice-President & General 
Manager 


Valdi Inc. 


Morris Ladenheim 
Vice-President & General 
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Transfer Agent 


Montreal Trust Company 
Halifax, Montreal, Toronto, 
Winnipeg, Regina, Calgary 
and Vancouver 

Registrar 

The Royal Trust 
Company 

Halifax, Montreal, Toronto, 
Winnipeg, Regina, Calgary 
and Vancouver 

Stock Exchange 
Listings 
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Preferred, and $1.95 


Second Preferred Shares 


Montreal Stock Exchange 
Toronto Stock Exchange 
Auditors 


Coopers & Lybrand 
Montreal 


Head Office 


Alexis Nihon Plaza 
1500 Atwater Avenue 
Montreal, Canada 
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This report has been published in 
French and in English. You may 
obtain an English copy by writing to 
the Secretary, Steinberg Inc., 

1500 Atwater Avenue, Montreal, 
Canada H3Z ee 


ANDRE A. PILON 
DIRECTOR 


ALEXIS NIHON PLAZA 
1500 ATWATER AVE, 
PUBLIC RELATIONS MONTREAL, CANADA H3Z 'Y3 
STEINBERG INC. (514) 931-913! 


Ce rapport a été publié en francais _ 


au Secrétaire, Steinberg Inc., 1500, S 


et en anglais. On peut en obtenir un 
exemplaire francais en s ‘adressant _ 


avenue Atwater, Montréal, 
Canada H3Z 1Y3 


Serving Canadian Families 
© since 1917 


